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REPORT OK THE COTTON TEXTILE 
MANUFACTURING INDUSTRY 


1. The Government of India, Department of Commerce, in Referent* to 
their letter No. 134-T(36)/46, dated the 19th December 1946 (Ap - t/ie Board. 
pendix I), pointed out that the period for which protection had been 
granted to certain old established industries, including the cotton 

textile manufacturing industry, was duo to expire on the 31st March 
1947, and requested the Tariff Board to investigate the claims of 
these industries to continued enjoyment of protection at the existing, 
or a reduced or enhanced, scale. Government referred in their letter 
to the continuance of the economic uncertainties which had made it 
impossible to conduct such an inquiry during wartime and asked 
the Board to evaluate, in a summary manner, the necessity, or other¬ 
wise, of continuing the existing measures of protection boyond the 
31st March 1947. In making ita recommendations, the Board was 
asked to bear in mind the interests of both the manufacturers 
and the consumers. Government desired the considered opinion 
of the Board by the end of January 1947, as a decision must 
be taken well before the commencement of tlio budget session 
in order to enable them to introduce the nocessary legislative 
measure in time, and therefore suggested that the Board might have 
a summary discussion with the representatives of the industries 
and other interested parties. The rcfeqyice was subsequently 
confirmed in the Commerce Department Resolution No. 2S-T(6}/46, 
dated the 20th January 1947. (Appendix II). 

2. As the time at the disposal of the. Board was not much Method of 
more than a month and it was impossible to hold a detailed inquiry >» 2 “‘ry. 
involving determination of exists of production and lauded cost; of 
imports for equation of domestic and foreign prices, wc decided to 
compile such data as could easily be gathered from Government 
publications and records and to discuss with the representatives of 

the industry and other interested patties as to what should be done 
when the existing protective duties would expire on the 31st March 
1947. The Board decided to invite representatives of the different 
millowneis 5 associations in the country, a few prominent impor¬ 
ters and merchants, some representatives of the haudloom indus¬ 
try, and certain other individualshaving intimate knowledge of the 
industry to a joint conference for discussion of the principal issues. 

A list of the associations and persons to whom invitations for the 
conference were issued will be found in Appendix III. The associa¬ 
tions were also asked to submit their views a few days before the 
conference was duo to meet. Most of the associations to whom the 
request was addressed were good enough to comply with it. The 
conference was held in the office of the Board in Bombay on the 21st 
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and 22nd January, 1947. A list of the persons who attended the 
conference is given in Appendix IV. 

the proceed- Board explained to the conference the purpose for which 

»njw of the the meeting had been convened. It was pointed out that the cotton 
conference, textile industry had been a protected industry ever since 1927 when 
tho Indian Tariff (Cotton Tarn Amendment) Act, 1927, was passed. 
There had been fivo tariff inquiries into the case of the textile in¬ 
dustry in 1927,1929,1932, 1932, and 1936, and the protective dutioa 
had been continued by Continuation Acts in wartime. Tho last 
extension was agreed to by the Legislature in April 1940 for a period 
of one year, and an undertaking had been given by Government 
that, in the meantime, the case of the industry would be examined 
and Government would decide as to what should be done in respect 
of this and other major industries. A summary was given of tho 
proceedings of the Legislative Assembly to indicate tho context 
in which the extension had been agreed to and tho justification that 
would be demanded in the event of Government proposing further 
extension to the expiring protective duties. It was pointed out that 
the principal criticism against the continuation voiced in the 
Legislature was that these industries had grown up under the shelter 
of protection for a sufficiently long time to enable them to stand on 
their own legs and were now placed in a particularly strong position 
as competition from abroad was now practically non-existent. Some 
members of the Assembly had remarked that in extending pro¬ 
tection Government had been paying far too much consideration to 
the interests of producers at the cost of other equally vital interests, 
such as consumers, workers, and cottage iudusty. Another point that 
was urged in the debate was that protection should ordinarily be 
regarded as a temporary expedient, intended to enable a struggling 
or distressed industry to overcome foreign competition, either in the 
initial stages or during depression, and that the protection would not 
be justified unless the. industry could give an assurance that it 
would be in a position to dispense with tho protective duties within 
a reasonable time. The Board asked tho industry to consider 
whether it was not in a position now to dispense with protection 
when the ciicumstauces were most favourable and, if nob, 
whether it could say that it ( would ever be able to Btand on its 
own legs, It was unfortunate that the time given to the 
industry to prepare its case was short, but nevertheless it had 
enough time to point out whether competition existed, and 
whether the shoe was pinching aDd, if so, whore and to what extent. 
While inviting the industry to state its case, the Board asked it to 
bear in mind certain salient features mentioned below. Firstly, 
there is very little import of cloth and yarn at present, although the 
indigenous production is considerably short of the total requirements 
of the country. In 1947, it is estimated that there may lio imports 
of about 15 million, yards of cloth as against the country’s imports of 
something like 750 million yards of cloth per annum on an average 
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before the war, the inadequacy of the imports being further em¬ 
phasised by tho fact that our own production of textiles is 4,000 
million yards of cloth, taking the mill industry, and 5,200 million 
yards of cloth taking both tho mill industry and the handloom in¬ 
dustry together. Secondly, there is an over-all world shortage of 
cloth which is likely to prevent import of any substantial quantity 
of cloth and yarn into this country from abroad. Thirdly , Japan 
which was a serious competitor in cotton textiles before the way and 
against which the previous protection was mainly devised and opera¬ 
tive, was now out of the picture., and, from all reports, it appeared 
that the textile industry there was so crippled and disorganised 
that it could hardly be regarded as a possible competitor in the course 
of the next two or three years. Finally, it was pertinent to ask 
whether, if the indnstiy wub not in a position to dispense with pro¬ 
tection to day, it was ever likely to dispense with protection, and 
whether it was poasiblo to envisage more favourable circumstances 
for tho withdrawal of protection. The industry was asked to re¬ 
member that it was over a hundred years old (the Bo wreak Cotton 
Mills Company on the banks of the Hughly having been started b 
1818 and tho first mill in Bombay, the Bombay Weaving and Spin¬ 
ning Mill, having been started in 1854), that it had enjoyed protection 
for 20 years, that it had enjoyed exceptional prosperity in war¬ 
time for over 7 years, and that it was the principal major industry of 
the country, and that if such an industry required protection at a 
time when there was no foreign competition, in the time of a Govern¬ 
ment that was wedded to the polioy of industrial development, it 
would amount to a case of demand for perpetual protection. 

4 . There were two other points tq which the Board asked the Bur,ten of 
industry to pay attention while submitting its case for protection. ^ 

'One was that, if the industry asked for continuance of protection, necM^ry 
the burden of proving that protection was necessary under the coudi- on the 

tione of to-day rested heavily on the industry*. It was pointed out lnd ™ lry ' 
that protection had to be justified broadly on the following princi¬ 
ples, viz., {{) that there exists competition from which the indigenous 
industry requires protection; (ti) that the protection required is of 
'^'■temporary duration and would be dispensed withwithin a reason¬ 
able period ; (m) that the coat to the consumer arising from the pro¬ 
tection is reduced to the minimum; and (*») that the industry is Bln 
on sound business lbes. 

" 'fji' The other point on which the Board laid emphasis was the Tnienttsof 
Weight to be atbaohed to the interests and requirements of the consu - the connmm 
hier. * The industry was requested particularly to consider how the 
cloth prices could he reduced, thus affording the much-needed relief 
to WjBonsumer, by any adjustment of duty or modificaton in the 
natureof protection. The Board was not concerned with the general 
and much wider, question of cloth prices, which was outside the scope 
of its inquiry, but it would like to oxantineifsome relief to t he con¬ 
sumer could he given by adjustment of duties on the differs# 
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varieties of cloth, and yarn.' In this connection, the point of view of 
the consumers was that, if the industry was de-pTOteeted—to use a 
new but convenient word—and the protective duties were removed 
and replaced by revenue duties, then more imports from abroad 
might come, the imports might be sold at lower prices, and the lower 
prices of the imports might induce indigenous producers to reduoe 
their prices in order to maintain the goodwill of customers. 
The consumers were aware of the fact that the cloth position was still 
tight and that the imports were only a small fraction of the pre- 
war volume or the requirements of the country, but they contended 
that even a small stream of imports at favourable prices might have 
a salutary or chastening effect on the mill industry of the country. 
The industry might then be obliged to revise its price policy and agree 
to price reductions in order to earn and retain the good will of tho 
people and in order to check the flow of imports. 

Yr^thf r ^ le Board informed the conference that the millowners* 

owni.rt' a Mo- associations which had been addressed to give their views on the 
datum*. points at issue were unanimous in demanding continuance of 
protection, though averring that protection was not needed and 
that protective duties wore practically ineffective. The industry, 
however, could not tell wheD competition might overtake it, when 
Japan might be resuscitated as a formidable competitor which it 
was in pre-war years, when the export drive of England would take 
the form of heavy exportation of British textiles to India, or when 
the mighty production potential of America might divert itB at¬ 
tention to the Indian market. The industry, therefore, stated in its 
written caso that the present was not an opportune time for tamper¬ 
ing or tinkering with the protection of a major industry, that the 
existing measures of portection should bo continued for a year or two, 
and that they might be allowed to lapse on March 31, 1949, if in the 
latter half of 1948 the industry did not apply for continuance of 
protection. The industry also stressed the fact that it did not have 
time to prepare a full-fledged case or to show how foreign prices 
might be competing with domestic costs. Finally, the industry urged 
that a summary inquiry of the nature envisaged by the Commerce 
Department Resolution now undertaken by the Board would be an 
insufficient and inappropriate forum to determine such a vital issue 
as removal of a 20 -year-old protection enjoyed by the premier in¬ 
dustry of the country. 

Alternative 7 . Having acquainted the conference with arguments for and 

frmtfrfmnffri against the continuance of protection as they were presented by the 
industry and by the consumers, the Board pointed out that there 
were the following four alternatives or a suitable combination of 
some of these alternatives, as possible solutions of the problem now 
before the Board and the conference. The alternatives were: 

(4) Maintaining the present protection for a further period of 
two or thjee years ending March 31,1949 or 1950 and stipulating 
the institution of a Tariff Board inquiry into the industry in the 
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tatter half of 1948 or 1949, by when conditions may be expected 
to be fairly normal. 

(ii) Maintaining the present position regarding protection for 
a further period of two or three years but keeping the protective 
duties in abeyance, partially or wholly, on some ox all varieties 
of imported cloth or yarn through an executive order under the 
. Sea Customs Act or the Indian Tariff Act, subject to institution of 
a tariff inquiry in the latter half of 1948 or 1949 to determine the 
nature of protection, if any, required for the industry as a per¬ 
manent measure. 

{Hi) Holding that the industry has failed to make out a case 
for protection which should therefore be withdrawn, leaving it to 
Government to impose such revenue duties as may be decided 
purely on budgetary considerations. 

(i») Holding that the industry has failed to make out a case 
for protection, but recommending conversion of the existing pro¬ 
tective duties into revenue duties at the same level for a period of 
two years after which they may be modified to suit the exigencies 
of budget, without any relation to competition between indige¬ 
nous and imported goods. 

8. The Board also referred to the request received by it from Handloom 
the Chairman, All-India Handloom Board, for removal of the duty ^Ti rf /ir 
on yam on the ground that the quantity of yarn produced by the remold of 
mill industry in India and available for disposal to the handloom on y arn - 
industry was far short of the requirements of the country, that im¬ 
ports of yarn were necessary in the interest of the handloom in¬ 
dustry, that the handloom industry had already an un¬ 
even fight to put up against the mill industry, and that the duty 

on yarn, while doing no good to the mill industry, was harmful to the 
handloom industry, and that therefore in any recommendation for 
tariff revision which the Tariff Board might make in the course of 
this inquiry, the removal of duty op yam ehould bo included. The 
letter of the All-India Handloom Board will be found in Appendix V. 

9. In the end, the Board summarised the points for discussion i tgw >afor 

at the conference as follows **&». 

(a) Will a proposal for extension of protection be justified ? 

(ft) (?') If so, wbat ^should be the level of the protective duties 
and for what period should they remain in force '1 

[H) When should the full inquiry be - held to determine the 
permanent solution ? 

(c) If extension of protection is not justified, what revenue 
duties should replace protective duties ? Should, there be any 
difference in the duties on imports from England and other coun¬ 
tries % 

(d) What ehould be the attitude towards duty, protective or 
revenue, on yam, regard being had, to the needs of the handloom 
industry ? 

M1C55CD 



Irtdiutry'a 
caae for 
protection. 


6 

lO. Sir Horai Mody presented the case on behalf of the mill 
industry as a whole. He contended that, although protection today 
conferred no benefit on the industry and was for all practical pur¬ 
poses ineffective, it also did no harm to the consumer or to any other 
interest in the country. The industry had earned protection after a. 
long, hard and strenuous struggle and should not be deprived of it 
without proper inquiry in normal circumstances and in the light 
of data of domestic costs and foreign prices. He pointed out that, 
although imports from abroad were small today, it could not be said 
when they would increase so as to prove a menace to the home 
industry. He then referred to the present and potential disabilities 
of the Indian industry, such, as, reduction in the hours of work from 
64 to 48 hours per week, necessity for rehabilitation and replacement, 
at a very high cost, of machinery whioh was overworked in wartime 
to serve not only the defence requirements of the Allied Nations, 
but also the needs of the nation, the desirability of sustaining the 
confidence of new enterprises which were entering into the industrial 
field under stimulus from Government and in order to make up the 
deficit in, the Indian capacity and the likelihood of imposition of 
heavy burdens on the industry as a result of the various labour 
welfare measures which were now being considered by the Centra] 
and Provincial Governments. He asked why, if Government 
continued protection from year to year in war years without any 
inquiry, should any inquiry he held now and should the necessity of 
extension be in. doubt the conditions prevailing today being no less 
abnormal than in wartime ? The crux of his argument was that 
protection hurt nobody and should therefore be allowed to continue 
until a more detailed inquiry could beheld under normal conditions. 
Others who spoke on behalf of the industry said that it was falla¬ 
cious to think that it had made enormous or unreasonable profits in 
the war years, or that the profits wero such as to enable it to face com¬ 
petition from any quarter at any time without risk to itself. They 
urged that the reserves which had been set apart in wartime were 
hardly adequate to meet the expenditure on reorganisation and re¬ 
placement. It was also said that other countries were fast reverting 
to normal volumes of production and that a country like Britain was 
straining every nerve to export every available yard of cloth in order 
to maintain its standard of living and improve its international 
balance of account and that in this export drive India might well be 
concentrated upon. The American prices were high, but the poten¬ 
tial for mass production might enable that country also to dump its 
goods into this country to the detriment of the Indian industry. 
Doubts wore expressed as to whether Japan was really so paralysed 
as sometimes made out, and it was said that there were signs to show 
that within a few mouths Japan’s textile industry might be restored 
to the pre-war potential if permitted to do so by the Allies now in 
occupation of that country. Sir Horn! Mody, the spokesman of the 
industry at the conference, admitted that on merits the industry 
could not make out a case fox protection, if by merits the Board meant 



7 


existence of competition from imports and the relation between 
domestic costs and foreign prices. He also stafcod that while he 
agreed that protection was unnecessary today and might conceivably 
not be required at all the protection should not be removed unless 
it could be shown that, it was doing harm to any interest, that it 
was enabling prices to be kept at a higher level, or that it was im¬ 
peding imports from abroad so urgently required in tliis country to 
relieve the cloth shortage. To use his phrase, he asked to let the 
sleeping dogs lie. Sir Purshotamdas Thakurdas, Chairman of the 
Bast India Ogtton Association, admitted that there had been in the 
past many sins of omission and commission on the part of those 
running the textile industry, but contended that on that account 
alone Government should not think of taking protection away unless 
it was proved to be injurious to the industry or to the interests of 
the country. He went on to observo that political conditions in 
the international sphere were not yet settled and that it could not 
be said with arv degree of precision as to what would be the future 
of Japan’s textile industry. He did not subscribe to the view that 
the textile industry had built up such enormous funds during the 
war that it could now afford to incur losses. His view, therefore, 
was that until a full-fledged policy was laid down under better and 
normal conditions, any disturbance made to the existing state of 
affairs of the Indian cotton textile industry would be styled as wan¬ 
ton disturbance without any justification. 

11. The representative who was invited to the conference to 

speak op behalf of merchants or dealers said that his class was really (j ') Merchant* 
interested in the availability of goods, Indian or foreign, although 
naturally they preferred the Indian goods if available. He ex¬ 
pressed the view that, even if the industry was retained on the list of 
protected industries, the protective duties might be kept in abeyance 
to serve as an inducement to flow of imports from abroad so sorely 
needod to relieve the state of soarcity of cloth prevailing today in the 
couutry. 

12. Mr. S. P. Have, who was invited as a representative of the (“). Labour 
Ahmedabad Textile Labour' Association, expressed the view that ^ 
while labour was at one with the producors in wishing to strengthen 

the textile industry in the country to the point of total elimination of 
foreign cloth, labour felt that the industry had outlived the stage for 
protection and should be able to exist .without protection. He made 
certain suggestions for improving the working of the textile industry, 
so as to increase the total cutput and thereby reduce costs, but they 
are not being referred to-in this report, net being germane to the 
point under consideration. 

13. The consumers’ viewpoint was placed at the conference by bu) Cons** 
the Hon’blo Mr. Hoseain Imam who represents the consumers on the 
Textile Control Board. He pointed out that protection was intend¬ 
ed to be a temporary measure to enable an industry to establish it¬ 
self if it was new or to survive foreign competition if it was faced 
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with competition ot dumping, and that the purpose of granting 
protection to the industry having been served, there was no justi¬ 
fication for extension of protection merely to serve as an assurance for 
the furture. He stated that, should the industry be threatened with 
competition in future, it would still have a right to ask for reimpo¬ 
sition of protection, provided that it made out a case for protection 
at the inquiry which might then be instituted. He stressed-that 
even if continuance of protection did not have an adverse effect on 
the prices of textiles, nevertheless the removal of protection wpuld 
have a salutary effect on the industry which would then have to set 
its house in order before applying for re-imposition of protection, 
should that eventuality ever occur in future. 

•14. A representative of the Bombay Chamber of Commerce., 
placing the view of tho importers before the conference, stated that 
they were not against the continuance of protection, but felt that 
the present protective duties should be kept in abeyance in order to 
quicken the flow of imports from abroad. They were not sure that 
reduction in or removal of these, duties would really result in a 
substantial increase in imports, this being determined more by the 
exportable surplus in. the other countries than by competitive prices 
in India. But even so, they felt that the removal of duties might 
have Rome effect on the imports and, in any ease, it will, by cheapen¬ 
ing the cloth to the Indian consumer to the extent of the duty 
contribute to the general anti-inflationary drive of Government, 

15. The last Tariff Board inquiry was held in 1935. The report 
submitted-by that Tariff Board gives the progress of the industry 
up to that time. We have compiled figures to show tUc progress 
made by the industry since then, as also since 1939 when the. war 
began. Appendix VI shows the development of the mill industry 
in so far as mills, spindles, looms, workers, cotton consumed, paid- 
up capital, etc., are concerned. It will be seen that (1) the total 
number of mills increased from 364 in August 1935 to 417 in August 
1945 , (2) the number of mills actually working rose from 336 in 1935 
to 412 in 1945 ; and (3) the average number of hands employed daily 
in the day shift increased from 414.181 in 1935 to 509,778 in 1945, 
i.e., by 23 -1 per cept. The quantity of cotton consumed gives an 
idea of the output of cloth and vara. The quantity increased from 
3-1 million bales in 1935 to 3-8 million bales in 1939 and to 4-9 
million bales in 1945. Appendix VII and Appendix VIII respective¬ 
ly give details of the quantities of cotton yarn and cloth produced by 
mills in India, year by year, from 1934-35 to 1945-46. Tt will be 
seen from these statements that the total production of yarn by 
cotton spinning mills in India increased by 30*1 per cent. between 
1934-35 and 1938-39 and by 61 -3 per dent, between 1934-35 and 1945- 
46. Similarly, the total production of cloth increased by 25-6 per 
cent, in 1938-39 and by 37-6 per cent, in 1945-46 as compared with 
1934-35. It will also be seen that the maximum production of yarn 
and cloth was recorded in the year 1943-44, the figures being 1,680 



9 


million lbs. of yam and 4,870 million yards of cloth. Only provi¬ 
sional figures of production for the six months, April--September, 
1946, are available. They show that the total quantities of yarn 
and cloth produced by the mills in India amounted to 685 million 
lbs. and ‘2,018 million yards respectively. The fall in produc¬ 
tion is due partly to some mills running on fewer shifts, partly 
to disturbed conditions and partly to the fact that the hours of work 
in the cotton mills have been reduced from 9 to 8 per shift since 
August 1946. It is estimated that the total quantity of yam and 
cloth which will be produced by mills in India for 1946-47 will be 
approximately 1,350 million lbs. and 4,000 million yards respective¬ 
ly, unless, of course, mills in tbe meantime endeavour to work addi¬ 
tional shifts or obtain larger production by means of rehabilitation 
of machinery, improvements in material and methods of production 
and standardisation of qualities. A special effort was made by the 
industry in war-time to meet the defence and civil requirements 
which will be evident from the following figures of production and 
the extent of purchases of cloth and yarn by Government 


Year. 

(1) 

Total Indian Mill 
Production, 
i _ 

Purchases 
by Government. 

Yarn 
in million 
lbs, 

(2) 

Cloth 

in'million 

yd«. 

(3) 

Varn 
in million 
lbs. 

(4) ' 

Cloxh 
in million 

ydH. 

(5) 

1942-43 

1,538*7 

4,109-3 

Nil ' 

1,042-5 

1943-44 

1,680-5 

4,870-7 

61-6 

581-6 

1944.45 

1,650-0 

4,726-5 

28-2 ' 

569-9 

1945-46 

1,614-8 

4,075-6 

20-7 

315-1 

1946-47 

1,345-0* 

3,925-0* 

0-8 

33-9 


’"Estimutod figures only. 


Financially, there is no gainsaying the fact that the industry 
has emerged in a very strong position after the war. One has only 
to look at the balance sheets of tlic textile mills to-day to realise 
the great changes which have taken place in the condition of the 
industry between the two Grout Wars. The period following, tlie 
close of the first World War was one of depression when a number 
of mills were forced into liquidation, being compelled to sell their 
assets at a fraction of the real value. The position to-day, however 
is, happily, quite different. With the profits made during the war 
years and substantial sums kept aside, either in laige reserves or as 
compulsory deposits with Government, the mills have, in almost ali 
cases, enough finance to fall back upon in case of need. The capital 
structure of most of the companies has undergone a re-adjustment 
and on the whole they may be stated to be in a position in which 
therfuture can he contemplated with confidence. It should how¬ 
ever, be stated that the trend of earnings is already downward 
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with the drop in the defence expenditure and with the increase in 
the cost of production, following the reduction in working hours, 
which haB caused an increase in overhead charges consequent on 
the retention of workers' wages for the 48-hour week at the same 
level as for the 54-hour week and on the reduction of the total 
quantum of production. 

16. In any consideration of a case for protection, the existence 
of foreign competition and the possibility of imports are the most 
relevant issues. To understand these factors, it is necessary to ap¬ 
preciate the position of the industry in the world as a whole. Before 
the war, Japan and the United Kingdom, and to a lesser extent China 
in so far as cotton yarn is concerned, were the main competitors of 
India, but the position has undergone a remarkable change as a 
result of the war. New competitors loom on the horizon, notably 
the United States. Some of the other countries which are develop¬ 
ing tho textile industry are Brazil, South Africa, East Africa, Mexico, 
and Australia. With all this, the present position can be summed 
up by saying that, while the world’s manufacturing capacity in 
cotton textiles has been seriously impaired as a result of the war, 
the requirements of cotton goods have enormously increased. 
Very largo portions of the world's surface have been starved of 
cotton goods during the six war years and there is a huge pent-up 
demand. Thousands of millions of people have not had for years 
anything like an adequate supply of clothing and their immediate 
demands must be met as early us possible if they are to be kept con¬ 
tented. Besides, an appreciable increase in the purchasing power 
of people has to bo taken into account. The aggregate requirements 
of the world to-day are definitely much more than in the pre-war 
years. While the clothing needs of the world have thus accumu¬ 
lated, the world’s productive capacity has been greatly reduced 
owing to the damage suffered by the industry on the Continent and 
in Japan. It is true that the number of spindles and looniR 
in countries like the U. S. A., Britain and India have not suffered 
any marked damage during the war years and that some of the 
Latin American countries have slightly raised their productive 
capacity. It should, however, he noted that both in Britain and in 
India, much of the textile machinery is old and worn out and is 
badly in need of renewal and replacement. Further, the produc¬ 
tion potential of the Conlinout has been greatly impaired partly as- 
a result of the physical damage suffered by the factories and partly 
duo to the shortage of man-powor, coal and transport. Japan, 
which before the war was responsible for nearly 40 per cent, of tho 
world’s total exports, will be out of the export market for many years 
to come, again because of the difficulties of coal, transport, political 
dependence, and availability of raw materials ; and even when it 
does enter the export market, it may be assumed that the victorious 
nations will not permit a reacquirement of the aggressively competi¬ 
tive position which it held in the pre-war years. The establishment 
of new textile mills and the rehabilitation of the worn-out equipment 
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may take anything from two to three years if for no other reason 
than, the fact that the machinery for these developments -will re¬ 
quire to be manufactured, supplied and installed. In the interim, 
it can he confidently expected that the Indian mills will be kept 
busy as the world shortage of cloth is an indisputable fact. There 
is such a shortage of cloth to be met that it will be years before over¬ 
production and depression may overtake the world’s textile industry. 

We may now take the .different textile producing countries one by 
one. and rapidly examine the possibility of their becoming a serious 
competitor to India. 

In so far as America is concerned, attention is invited to a(b America. 
statement made some time back by the President of the American 
Exporters’ Association that, as far as she was concerned any surplus 
cotton goods which she could turn out will go chiefly to countries 
like China, the Phillipines, South America, and some of the needy 
countries in Europe which have for many years been natural markets 
for American cotton textiles. - America haB also the problem of 
adequately feeding the home market where the per capita consump¬ 
tion in 1945 was slightly less than the pre-war consumption. Ameri¬ 
ca has to reckon with increased labour co3ts, the wages of labour in 
the cotton textile industry having already risen by approximately 
100 per cent. 

In so far as the United Kingdom, is concerned, its cotton indus- pj) United 
try is still far from keeping its place in the ranks of national produc- Kingdom. 
tion, as stated on October 24, 1946, by Sir George Schuster, Chair¬ 
man of the Cotton Industry Working Party. The supply is still far 
short of the demand with the result that the authorities have been 
compelled to distribute the output according to priority claims upon 
production. In England itself only a limited output of cotton goods 
has- boon made available for the civilian population and rationing 
still continues. In order to improve the national economy, every 
effort has been made to maintain exports to the highest possible 
point, but at no period during the year 1946 has it been possible 
for the authorities to increase the supplies to overseas markets. 

The man-power problem- is still causing difficulties. The following 
comparative table gives particulars of cotton yarn, and cloth ex¬ 
ports from U. K. in 1938, 1945 and 1946:— 



Yarn. ‘ j 

Cloth. 


| Quantity. 

Value. 1 

Quantity. 

Value. 


| lbs. 

£ 

"(in ’000) 

Sq. yds. 

£ 

Three quart ora of 

92,212,662 

7,256,184 

1.039,698 

23,970,909 

the year 1938. 
Nine months ended 

12,255,900 

2,178,683 

337,071 

21,712,180 

30th September, 
1945. 

Nine months ended 

14,517,800 

2,783,340 

386,155 j 

29,659,089 

30th September, 
1946. 
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From all indications, it appears that export will be concentrated in 
Markets such ag Argentina which can send to the United Kingdom 
imports (such as of food) which are badly needed. It has'been 
conceded by knowledgeable quarters in the United Kingdom 
that the Lancashire industry is no longer the great ex¬ 
porter that it was in 1914 and that its total production 
is never likely to be much greater than what it was in 1939. 
“ The plain fact is ”, to quote from a review appearing in the 
edition of the well-known British weekly “ The Statist ”, dated De¬ 
cember 28,1946 ; “ there is little or no hope of real expansion in the 
supplies of cotton goods for a long time to come. A short while 
back it did look as if improvement in Lancashire’s output combined 
with a diminution in demands from the Services would result in 
more clothing coming forward for the civilian consumer. But that 
hope has been dashed by the reduction in the working week in the 
cotton industry from 4b hours to 45. At this rate it is going to be 
a long time before this staple exporting industry is contributing in 
any large sense to the post-war export drive. The labour force is 
well below that of the pre-war years and, as already indicated, to 
build it up is likely, despite improvement in working conditions, 
to be a long job.” 

(Hi) japan. ' Japan, the biggest bugbear of the Indian textile industry in 
pre-war years, has emerged from the war as a defeated nation and 
with its cotton textile industry at about 25 per cent, of its pre-war 
capacity. The difficulties in the way of rehabilitation of the Japa¬ 
nese industry are food supply, dispersal of trained workers, coal 
shortage, disorganisation of transportation, labour outrunning the 
era of regimentation, scarcity of steel, exchange for purchase of 
cotton, and loss of political and economic independence. Before 
the war, the Japanese cotton industry stood fourth in world’s 
Bpindleage, being exceeded by tho United Kingdom, the U. S. A., and 
Germany (including Austria and Sudetanland). Japan, however, 
had a large number of textile factories in China and Manchuria 
having more than 2 1 million spindles: and if these are included, Japan 
would rank third, being exceeded by the United Kingdom and the 
U. S. A. In the consumption of raw cotton, Japan ranked second 
in the world, being exceeded by the United States only. Similarly, 
Japan was also the second largest producer of cotton cloth before 
the war, attaining a peak of 4*2 billion square yards in 1937. Sinoe 
1933, Japan has been the largest exporter of cotton piecegoods, 
exporting on an average about 2-6 billion square yards annually 
from 1933 to 1939. India was the largest single importer of Japa¬ 
nese cloth importing nearly 500 million square yards pet year. 
These facts show the importance of the Japanese cotton textile 
industry before the war and enable us to understand the terrible 
damage suffered by it in wartime. Japan now possesses less than . 
3 million spindles as compared with nearly 13 million spindlet ih 
1939 (including 2 million spindles in China). Although it is true that 
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the Japanese textile machinery manufacturing industry lias not 
been damaged to any great extent during the war and machinery 
manufacturers are confident ofbeing in a position to manufacture 
at least one million spindles a year, the greatest difficulty in the way 
of attaining this production is the extreme paucity of steel. Even 
granting that this obstacle is overcome and Japan ia able to produce 
spindles at the rate of one million per year, it will take at least 
another eight to ten years before it can reach anything like its 
pre-war productive capacity. The conclusion to which one is driven 
is that the Japanese industry will function for some years to come 
at any rate on a domestic basis and can be ruled out as a serious 
competitor to the Indian industry. 

In so far as China is concerned, following the Sino-JapanoseM China. 
conflict and the world war, its productive capacity has been very 
considerably affected. The Chinese are not only extremely short 
of plant but also they are hopelessly short of coarse goods. Orders 
placed for new textile machinery are not expected to be delivered 
before 1951. The position, therefore, is that there is no immediate 
danger of any magnitude from China. 

17. Appendix IX and Appendix X give details of the imports 
of cotton yam and cotton textiles into India from 1934-35 to 1945- yflrn and 
46. In so far as cotton yarn is concerned, imports in 1945-46 piccegoodi in 
amounted to 124,000 lbs,, which came almost wholly from the lndia ' 
United Kingdom, as against nearly 41 million lbs. in 1939-40, the 
bulk of which came from Japan and China. In so far os cotton 
piecegoods are concerned, imports declined from 944 million yards 
to 647 million yards between 1934-35 and 1938-39. The fell was 
wholly ia the imports from the United Kingdom, as impots from 
Japan showed a rise from 374 million yards to 425 million yards. 

The total imports from all countries amounted in 1945-46 to only 
3-2 million yards, of which the United Kingdom’s share was 2-6 
million yards. The total imports for the five months April-August, 

1946, howevor, amounted to 5-45 million yards, consisting of 2-29 
million yards from the United Kingdom, 1 ■ 1 million yards from 
Mexico, 0-8 million yards from Brazil, and 0-5 million yards from 
the United States. Assuming that imports will be maintained at 
the levels indicated by the imports in five months April-August, 

1946, it is estimated that the total imports of cotton yarn and cotton 
piece-goods in the whole of 1946-47 would not exceed 150,000 lbs. 
and 15 million yards, respectively. On the basis of the estimated 
production of cotton yarn and piecegoods for this year, these im¬ 
ports work out to only 0-01 per cent, and leas than 0-4 per cent, 
respectively, of the domestic output. A close examination of the 
qualities of cloth recently imported from foreign countries shows 
that they comprise mainly fine and superfine varieties. The main 
items worthy of mention are bleached and dyed poplin, printed 
goods, bleached satin and drill, mulls, voiles, organdies and twills, 

Mi5«60D 
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Some of those high-grade goods, like organdies, are not; being manu¬ 
factured by Indian mill a at all, 

Insvffieknq/ 18 . A reference to the Report of the Post-war Planning Com- 
production. (Textiles), 1946, the main conclusions of which have been 

approved by Government in the Department of Industries and 
Supplies Resolution No. 205-T(A)/45, dated the 4th May, 1946 
[vide Appendix XI) shows that the minimum expansion which the 
Indian mill industry is called upon to undertake is for a production 
of 1,700 million yards, although both the Planning Committee and 
the Government say that they would have preferred a greater ex¬ 
pansion if it was possible to got tbe necessary textile machinery for 
such a higher target. Since then, as a result of the reduction in the 
working hours there has been a fall in the production of the Indian 
industry which may amount to some 300 million yards. The pro¬ 
jected expansion is not likely to materialise for a number of years, 
and to that extent the country can stand the import of this quantity 
of cloth, i.e., 2,000 million yards of cloth per year. There is, how¬ 
ever, us shown in the preceding paragraphs, no possibility of import¬ 
ing mofe than a fraction of the deficit, indicating thereby the com* 
plete absence of competition between the Indian industry and the 
textile industry of other countries. 

Comparison 19. Even if it bo shown that there is a real threat of import of 
mmt rf 'n if co ^ on text ^ <;8 from abroad, the industry could not have made out 
'tndiytnouT & case for protection, unless it was shown at tbe same time that the 
ro/ft* it*- prices of imported goods were lower than prices of comparable goods 
made in the country. In view of the paucity of imports, it is not 
possible to make any detailed comparison between prices of imports 
and indigenous textiles so as to be of any great value, but oven so, 
whatever information is available points to the conclusion that the 
indigenous products have nothing to fear from imported goods even 
in the matter of price. Appendix XII gives figures of Indian and 
U. K. prices of comparable goods of the types which are being 
generally imported into India at present. The types of cloth select¬ 
ed for purposes of comparison are fair standard qualities accepted 
by the Economic and Social Sub-Committee of the International 
Labour Offico and the figures given relate to November, 194fi. The 
table also gives three mote qualities in respect of which information 
is available. It will be seen from a study of the figures in this table 
that tlio ex-mill ceiling prices per yard in India of qualities made 
from coarse and medium counts of yam arid even of qualities similar 
to item No. 5 manufactured from Indian cotton aro 04 to 93 per 
cent, of the ex-mill ceiling prices prevailing in tbe United Kingdom, 
for the same qualities. In the case of fine and superfine qualities, 
the ex-mill ceiling prices per yard in India represent 104 to 1,27 por 
cent of the ox-mill ceiling prices for the same qualities manufactured 
in the United Kingdom. Even in respect of theeo fine and superfine 
q mlities, the disparity will be reduced to some extent when cost of 
insurance and freight is added, and landed costs in India instead of 
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ex-iniR prices in U. K- are taken for purposes of comparison. The 
reason for the higher prices in India for the fine and superfine cloth 
are ; (i) import duty of 2 annas per lb. paid by Indian mills for im¬ 
ported cotton required to be used in such types of cloth and («) 
higher prices of cotton paid by Indian mills for such cotton as com¬ 
pared with the controlled prices at which it is released to the United 
Kingdom industry by the Cotton Board. The Government of 
India have already accepted in principle the desirability of reduction 
in the duty on imported cotton (vide paragraph 6 of the Resolution 
of the Department of Industries and Supplies dated the 4th May 
19*16). A similar position is indicated by the comparative prices 
of yarn in India and in the United Kingdom. The industry con¬ 
tended that price comparisons on the above basis should not be the 
criterion by which one should proceed to look at this problem since 
there was much difference in the ex-mill prices in England and the 
prices for export purposes, the United Kingdom industry being sub¬ 
sidised in one form or other. We arc not aware of the extent of the 
subsidies referred to by the industry, but the fact is clear that there 
ib a very strict control over the ex-mill prices to the civil consumer 
in the United Kingdom. It cannot be a fact that these prices have 
in any way been kept higher than the prices at which exports are 
permitted within the deBtinational export quota. It will be safe 
to conclude, therefore, that there is little prospect of the United 
Kingdom products being put on the Indian market in appreciable 
quantities in competition with the indigenous industry unless unfair 
means ore employed against which the country can always protect 
itself if those practices are brought to notice and proved by the 
industry. 

20. It was argued by the representatives of the industry that sjfwt of 
production, prices, and distribution of cotton cloth and yarn were wntni on 
fully controlled by Government at present and that, so long as thia proUelio "‘ 
position continued, there waa no chance of the prices being raised 
by the industry, taking advantage of the shelter of protection. The 
argument of the effect of control on the necessity or otherwise of 
protection cuts both ways. If control prevents the protected indus¬ 
try from putting up prices to an unreasonable 'level, it also affords 
security to the industry, rendering protection by means of protective 
duties unnecessary. There is at present control on both indigenous 
and imported cotton textiles. The prices of all imported cotton 
textiles ape fixed by Provincial Textile Controllers who have the 
power to fix the price of any imported item at a level higher than 
would be justified by the landed cost, if the fixation of such a higher 
price is considered necessary on the basis of a price comparison 
with indigenous goods of similar quality. Moreover, control in 
practice assures offtake at a price which leaves a reasonable margin 
of profit to the producer and, that being so, the industry enjoy* 
virtual protection. In fact, on a balancing of the effects of control 
on the necessity or otherwise of protection it seems to the Board 
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that, so long as control continues, there is no case for protection at 
all. When, the control is lifted—and there is no evidence of that 
yet—the position of the industry would be still better, unless, in 
the meantime, the productive capacity is developed so as to wipe 
out the gap between supply and demand, which is impossible in 
the near future. Wo have, therefore, come to the conclusion that 
the presence or absence of control has little bearing on the necessity 
or otherwise of protection bo long as the present conditions continue 
end that today at any rate the existence of control cannot support 
tho industry’s demand for continuance of protection. 

21. When the industry could not make out a case for 
extension of protection, it may bo said that it should have agreed 
to a suggestion, tentatively thrown out by the Board for considera¬ 
tion by the industry, of de-protection with an assurance of rc-imposi- 
tion of protection, should the industry bo threatened with competi¬ 
tion ever in the future. The reaction of the industry wa9, however, 
unfavourable to this suggestion. The reasons advanced by the 
industry can be summed up in the fear that, once de-protected, 
it would be extremely difficult to have it re-protected. This fear 
was said to bo founded on the fact that in the past the industry 
had failed for a long time to get a fair deal from government in tho 
matter of tariff assistance, and that even ultimately when tariff 
protection was given by government, it came after a period of long 
hesitation and delay, and that too in grudging and successive doses. 
In our opinion, these fears are groundless in the context of today. 
In the first place, Government has repeatedly declared its determi¬ 
nation to intensify and expedite industrial development of the 
country and to give all possible assistance for that purpose. As an 
earnest of that policy may be cited the fact that only during the 
last fivo weeks Government announced its decision to protect six 
Bmali industries started in wartime. The rases of a large number of 
industries have been referred to tho Tariff Board for investigation 
with the direction that reports should be submitted as soon as possi¬ 
ble in order that action may be taken before any harm ensues to 
those industries. If that is the position in regard to small indus¬ 
tries, there should be no apprehension whatsoever that the needs 
of a major industry, like tho cotton textile industry, would be ignor¬ 
ed or neglected by any government now likely to come into office. 
Secondly, tariff inquiries in the case of an industry whose conditions 
have been investigated thoroughly for a number of times in the past 
should not take a long time, particularly when the industry is able 
to represent its case promptly and adequately as all organised large 
industries are expected to do. Though an industry once established 
oh a strong footing under the stimulus of protection should not 
normally require to be re-protected at a later stage, there may be 
special circumstances when re-imposition of protection may be called 
for and justified. Thus, for instance, when rapid technological 
changes are taking place in the manufacturing processes in foreign 



countries, tlie tome industry may be unable, for reasons beyond its 
control, to Te-oxganiae itself as rapidly as its competitors! In such 
a case, there will obviously be justification for .temporary protection, 
further, an old industry may be faced with abnormal difficulties 
owing to changes in demand and consequent maladjustment, or 
owing to political and industrial unrest when it may require to be 
protected against foreign competition for a short period to enable 
it to pass through the necessary transition without damage or 
impairment. An industry may also have to be protected when there 
is a recurrence of unfair or unequal competition from abroad. Re¬ 
imposition of protection may also be necessary when an 
industry is in the midst of depression due to world wide causes. 

We, therefore, feel that if the industry is de-protccted, there should 
be a definite statement on the part of Government that they would 
not hesitate to reimpose protection should circumstances justify 
such a course and that any request received from the industry for 
protection would be promptly and sympathetically dealt with not 
only for the sake of the industry but also in the wider national inter¬ 
est. Wo have referred to this point jit some length as we felt that 
at the conference the industry was reluctant to part with protection 
not because it was necessary in the conditions of today, but because 
the industry genuinely entertained the apprehension that, if it was - 
once de-protected, it would have to face the same struggle for 
protection which it experienced in the period previous to 1927. 

It was because of this very fear that the industry was prepared, 
we think, to agree to keeping the protective duties iu abeyance, 
while allowing the industry to remain on the list of protected 
industries. That would have given the indust ry the name but not 
the substance of protection, as against the proposal of de-protection 
and re-imposition of revenue duties at the level not below the 
protective duties which would have givon the substance, though 
not the name, of protection. 

22. It was contended on behalf of the industry that during Effect #/ re- 
the war years its machinery had been worked to death and 
it was hoped that, as soon as the war was over, it would be possible ££«>« po^' 
to proceed with plans for its immediate rehabilitation and r e-turn of Indian 
equipment. It was admitted that the war had contributed to a 
strengthening of the financial position of the industry in so far as 
the accumulation of reserves was concerned. At the same time, 
a Btrong plea was put forward that these reserves were not suffi¬ 
cient enough to re-equip the whole of the industry. The industry 
was, therefore, opposed to any removal of protection at the prosent 
stago as, in its opinion, the reserves created should not be frittered 
away in meeting any competition arising out of the removal of 
the duty. While wo appreciate the force of the contention ad¬ 
vanced by the industry, we note that the industry itself admits 
its inability to proceed with complete rehabilitation and re-equip¬ 
ment during the »oxt few years at any rate. There is also no 
question of the reserves being frittered away to meet any loss in 
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the absence of any competition. It is stated that the industry has 
been assured an allocation of 3 lakhs spindles per year from the 
U.K., but even then, according to the recommendations of tlie 
Postwar Planning Committee (Textiles) these spindles would in 
the first place go towards the establishment of new mills. We 
do not, therefore, accept the contention that the removal of the 
duty will in any way Tetard the industry’s plan for rehabilitation 
and re-equipment. As a ma tter of fact, in our opinion, deprotec¬ 
tion will give an impetus to the industry to persist with its replace¬ 
ment programme at least in order to keep pace, with the industrial 
advances planned by other countries. This will no doubt increase 
the productive efficiency of the mills thereby placing the industry 
in a better position to effectively combat future competition. 

lfcM mi for 23. We have indicated in paragraph 4 above the broad prill* 

protection ciples on which the demand for continuance of protection must bo 
liolrt, * ian ‘ substantiated. The first, pre-requisite for protection is that there 
must be competition from which the industry needs and demands 
protection. We have shown in paragraphs 16 and 17 above that 
in the conditions of today and in the conditions likely to obtain 
in the near future, there is not only no competition from abroad, 
but on the other hand, the country Would welcome increased im¬ 
ports to relieve the doth shortage which has necessitated conti-. 
nuance of control on the. cotton industry and of drastic rationing 
in the country resulting in a certain amount of blackmarketing 
which everyone abhors. We have shown that the world position 
of the cotton textile industry is such that there is very little possi¬ 
bility in the near future of any textile producing country sending 
cloth to this country in such quantities as to compel the indigenous 
industry to curtail its production or to produce at unremunerative 
prices. Wo have also shown that such imports as are likely to 
come, grossly inadequate as they are, will be at prices above the 
ex-mill prices of the indigenous products of comparable quality. 
These imports at higher prices find a ready market in the country 
mainly because of the scarcity conditions. While there is a ten¬ 
dency for a rise in the cost of production in this country, there is 
no rer son to bdieve tint simibr difficulties are not facing the other 
country s, but oy n h I d' w a at dis dvant ge in r« g .id to 
cest cf pr du ti n s emp d with ‘u s ofch- r countries, there will 
be no d trim n". to the industry 6u long as ihe vJum- of imp >rts 
did not assume menacing proportions. The demand for protec¬ 
tion is thus not warranted by economic considerations. The reluct¬ 
ance to part with protection, once secured, can be understood, 
but when it is not justified by facts and figures, its continuance 
cannot be recommended by this Board. .The Board cannot el*o 
lend support to the argument of the industry that protection should 
be continued for psychological or sentimental reasons, or, taking' 
into consideration the difficulty of reimposing protection when it 
becomes necessary. We have shown in the preceding paragraphs 
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that there Is no inherent difficulty in proving the case for protec¬ 
tion in future end that there is no reason why a major industry 
like the cotton textile, manufacturing industry should not get what 
smaller industries can got after m; king cut a reasoned esse for 
State assists me rrd pretccticn. The fact that for proving the 
case for pretccticn the industry will have to g'* before the Legis¬ 
lature rrd before the bar cf public opinion is, in cur opinion, a 
healthy point, the value of which cannot be ignored in the con¬ 
text of today’s conditions. The existence of abnormal conditions 
on which so much stress is laid by the industry is by itself not a 
factor justifying protection. If that were so, there would be no 
need to order a tariff inquiry into any industry and merely on the 
proof cf the existence of abnormal conditk ns in the country, every 
industry would have to be protected. The fact that a tariff in¬ 
quiry is ordered in the case of every industry applying for protec¬ 
tion shows that the mere existence of abnormal conditions is not 
regarded as a condition warranting the grant of protection unless 
the need for it is proved. It may be contended that it is inappro¬ 
priate to ctmprre the cottc.n textile industry with ether industries 
ft r the rej sr n tha t th- cotton tf xtiL industry is t lrec dy protected 
while the others are only now seeking protection. To this our 
answer is that the protection accord d to the cotton textile in¬ 
dustry automatically ceases on March 31, 1947, unless the need for 
continuance of protection is proved by the industry. As a matter 
of fact, Government in 1946 promised on the floor of the Legislative 
Assembly that protection will not be continued further without 
an inquiry. In the conference a reference w r as made .to the fact 
that in wartime extension of protection was automatically granted, 

, implying that because similar conditions pr« vail to-day, extension 
should now be granted without inquiry. The Board is not im¬ 
pressed with the soundness of this view. War-time conditions 
were different from those- prevailing to-day, although they are all 
abnormal circumstances. In a ny case, an inquiry has been ordered 
and the industry has to justify the case for protection on strictly 
economic considerations. We have also shown that control by 
itself has nothing to do with the necessity or otherwise of protec¬ 
tion and that, if anything, the existence of control weakens the 
case for protection. The fact that the industry was prepared to 
accept continuance of protection but abeyance of protective duties 
Bhows that protection is not necessary and is valued more as a 
sentiment than as an economic necessity. For all these reasons, 
we have come to the conclusion that the industry has failed to 
substantiate its demand for extension of protection when the exist¬ 
ing protective duties expire on March 31, 1947. We accordingly 
recommend that the duties may be allowed to expire, though, of 
course, there is no reason why they should not he, replaced by such 
revenue duties as may be imposed by Government on considera¬ 
tions governing the imposition and quantum of revenue duties 
Any declaration of expiry of protection should be accompanied by a 
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definite and categorical announcement that de-protection does not 
signify any weakening in the interest of Government in the well 
being and integrity of the cotton textile manufacturing industry, 
which is the premier industry of the country, that Government will 
carefully watch the effect of deprotection, and that Government 
will not hesitate to order a fresh tariff inquiry with a view to re- 
imposition of protection, if the volume of imports assumes menac¬ 
ing proportions, or if the price of imports should be such as to 
undercut the indigenous industry, or if the industry itself makes 
an application for examination of its case for protection. We go 
a step further and recommend that a tariff inquiry should be 
definitely guaranteed to the industry as soon aa imports from 
abroad exceed, for three months running, a monthly average of 
25 million yards of cloth—unless, of oourse, the request for inquiry 
is received earlier from the industry. We have suggested this 
limit of 25 million yards per month after due consideration. A 
monthly average of 25 million yards means an annual import of 
300 million yards. That limit is a little less than half the average 
annual imports from abroad before the war, but it roughly repre¬ 
sents the imports of cotton piecegoods from the United Kingdom 
which will now be the principal source of supply of cotton textiles 
to this country. The figure of 300 million yards of cloth is less 
than oAe-thirteenth of the total mill production of all cotton tex¬ 
tiles, and a little over two-fifths of the total mill production of 
fine and super fine cotton textiles in the country, and cannot, 
therefore, be said to be so high as to result in damage to the indus¬ 
try or to any section of the industry though it may bo indicative 
of the potential throat to the industry as a whole or to one of its 
sections. In any case, there is still the provision that the indus¬ 
try can ask for a tariff inquiry earlier if it feels the pinch of compe¬ 
tition even before the imports reach the dimensions named by us. 
taeriiTlf 24. We mentioned in paragraph 7, four possible alternatives 

lit four iti- in whioh the problem set to us could possibly be resolved. Here 
UmaUvzs. wo shall briefly indicate the points for and against these alternatives 
and show why we have preferred the course suggested in the pre¬ 
vious paragraph. The first alternative was maintenance of status 
quo, i.e., continuance of protection and the protective duties for a 
period of two or throe years, subject to a tariff inquiry before the 
expiry of the said period. We have shown that, as the industry 
could not prove its case for protection, maintenance of status quo 
could not be supported by us. The second alternative was main¬ 
tenance of protection, but keeping the protective duties in abeyance, 
until competition becomes serious and a fresh tariff enquiry is held. 
We have not been able to support this course for two reasons. 
Firstly, for maintenance of protection, the industry must prove 
the need for protection, which, as pointed out above, it has failed 
to do. Secondly, keeping the protective duties in aheyanoe would, 
without conferring any benefit on the industry, have involved the 
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State in a loss of revenue of something like Rs. 52 lakhs, based on 
& calculation of annual import of cotton textiles of 15 million yards. 
Appendix XIII shows how this figure has been arrived at. The 
amount is relatively small, but there is no reason why it should be 
sacrificed without any corresponding gain or advantage. The only 
benefit it might possibly confer would be reduction to the extent 
of the duty in the prices of imported eloth. That would benefit 
the consumer of imported cloth which is largely confined to fine 
types. In any ease, persons who Use foreign cloth may be pre¬ 
sumed to be able to bear the burden, and the loss of revenue to the 
State would have amounted to the general taxpayer subsidising 
the user of foreign and fine cloth. We have also explained that 
sale of foreign cloth at a slightly reduced price because of the 
removal of duty will not increase the flow of imports into the 
country which'might otherwise h&Vft been a justifiable quid pro quo 
for loss of revenue. The lower price at which the foreign cloth may 
be sold in the market if the duty were removed would not be an 
important contribution to the anti-inflationary drive. The third 
alternative that was considered was de-protection and imposition 
of such revenuo duties as may be decided upon by Government. 
The recommendation made by us in tho preceding paragraph con¬ 
forms to this view, except that we have attached a further condi¬ 
tion regarding compulsory institution of a tariff inquiry in the 
event of imports exceeding a particular level. The fourth alter¬ 
native that we cornered was de-protection but conversion o t 
protective duties into revenue duties at a level not below that of 
the protective duties for a period of two years, after which they 
may be varied to suit the exigencies of the budget. This alter¬ 
native was devised as a compromise between immediate and un¬ 
conditional de-protection on the one hand and the maintenance 
of the’ status quo on tile other. Revenue duties are imposed purely 
on budgetary considerations and are not co-related to competition 
between domestic costs and foreign prices. But we felt that, if 
the industry was de-protected, with a promise of retention, for a 
cushion period of two years, of the existing level of duties, it would 
have the substance of protection without the name of protection, 
but that after two years the duties might be varied without 
reference to the competitive position of the industry. We have 
ourselves not preferred the fourth alternative, as, on further 
consideration, we felt that it was not for us to suggest any parti¬ 
cular level of revenue duties, they being determined by budgetary 
considerations which are beyond our purview and not being related 
to the requirements of the industry which alone could be considered 
by us. We had, however, included this solution in the list of alter¬ 
natives in order to see if with the attraction of this clause the agree-, 
ment of the industry oould be obtained to the course of de-protec¬ 
tion, the consent of the industry being regarded as a valuable 
supporting factor for the apparently drastic course involved in the 
recommendation for de-protection. 

MJ585CD 
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Thity 

Yarn. 


25, In so far an the yarn position is concerned, the industry 
contended that, whatever arguments applied for the continuation 
of the protective duties on cloth would also apply with greater 
force to yam, particularly beoauso in the two previous Tariff Board 
inquiries yam had been treated with a step-motherly attitude. 
It was further pointed out that during the period of the war, 
especially during the latter half, if the mill industry had prospered, 
the handloom industry had also prospered to a greater degree for 
lack of control over handloom products. We confess that we do 
not see the force of the objection of the industry to the removal of 
the duty on yarn. It appears that the handloom industry has been 
handicapped because of the subsidiary position which it has 
occupied in relation to the textile mills, particularly by reason of 
the fact that it is dependent for its supply of raw material—which 
in this case ia yarn—on the production of the Indian nulla. It is 
submitted that the cotton mill industry as constituted today is 
not able to meet the full requirements of the handloom industry. 
It is agreed that the import duty on yam is doing no good to the 
Indian mill industry, whilo ite existence imposes sotne hardship 
on the handloom industry. We, therefore, recommend that the 
duty on yam, protective or revenue, should go, although the actual 
benefit of this concession to the handloom industry would be very 
small bo long as imports do not grow for want of surplus yarn in tho 
exporting countries. It was suggested that even if it was decided 
to remove the duty on yarn, an exception should be made in the 
case of yarns above 40s counts as chose are spun by Indian mills 
mostly from imported cotton on which a duty of 0-2-0 (two annas) 
per lb. is at present levied. It is estimated that the incidence of 
the duty on imported cotton on the cost of yarn is not more than 
3 per cent. In view of this and the possibility of the removal of 
the cotton duty as stated by Government in their Resolution 
(Appendix XI), we do not think that any exception would be warrant ¬ 
ed. The handloom industry is tho premier subsidiary industry 
in the country and deserves to be assisted by every measure which 
ean be devised without detriment to the organised mill industry. 

It will be open to the ootton mill industry to ask for reimposition 
of the duty on yam when the volume and prioes of imported yarn 
become a menace to its spinning section. The removal of duty on 
yarn will be of direct assistance to the handloom industry on which 
millions depend in the country, resort to handlooms being the chief 
secondary occupation of the agriculturists. 
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26. A suggestion was made at the conference by Mr. Ambalal 
SaTahhai, a leading miflowner of Ahmedabad, that while protection 
should remain nominally, the protective duties on coarse and 
medium doth (below 36’a count) should be kept in abeyance and 
the duty on higher counts should be co-related to the duty on 
Egyptian and African cotton which is used for the produotion of 
doth of 36 ’b count and above. Mr. Ambalal also proposed a 
scheme by which, although the industry will be kept on the pro* 
fcected list, the existing protective duties will be kept in abeyance 
to the extent of the quantity of cotton piecegoode imports required 
to meet the gap between the total quantum required on the basis 
of 17 yards per head of the population and the total Indian mill 
production; if however, the Indian mill production steps up, to 
the extent of that increase, the total quantity of cotton piecegoodB 
to be imported from abroad duty free should be reduced. Ho 
further proposed that imports should only be permitted through 
Government agency or by authorised importers under Govern¬ 
ment instructions and supervision. Wc have not gone into these 
proposals in detail, in view of our general conclusion that the 
industry has failed to substantiate its oose for continuance of pro¬ 
tection. As for revenue duties, there is no reason why they should 
not be levied on all imports of cotton piecegoode, medium, coarse, 
fine, or Bupeifine. 

27. Any inquiry into the question of continue nee or otherwise Artificial 
of protection required by the cottcn mill industry will not be alii/Sat 
complete without an examinaticn of the effects on the industry of 

the imports of artificial silk yarn end fabrics of artificial silk or 
mixture fabrics_ of cottcn and artificial silk. Artificial silk yarns^ 
are not produced in India, but their importation i8 of considerable 
importance to the development not only of artificial silk fabrics 
and mixtures but of competing dyed and fancy cotton piecegoods. 

The only figures of piecegoods production available are those con¬ 
tained in the statement in Appendix Till, which show that the 
Indian production of cottcn piecegoods mixed with silk or wool 
amounted to 0-1 million lbs. in the year 1945-46 as against 3-8 
million lbs. in the year 1934-35. Artificial silk yarns ore used by 
mills for borders ? nd stripes in cotton piecegoods. But the hand- 
loom weavers are by far the largest consumers, the estimated 
consumption by the handloom industry being approximately 85 
per cent, of the total imports. The following statement gives the’ 
total quantities of artificial silk yarn, 100 per cent, artificial silk 
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piece goods, and cotton and artificial silk mixture piecegoods, im¬ 
ported into British India since 1934-35:— 


Statement showing the total imports into British India. 
(’000s omitted) 


Tear. 

Total 

imports of 
artificial 
silk 
yarn. 

Total 
imports of 
100% 
artificial 
silk 

.piecegoods. 

Total 

imports of 
cotton and 
artificial 
silk 

mixture 

piecegoods. 


lbs. 

Yards. 

Yards. 

1984-15 .. 

; 16,615 

67,601 

12,954 

1935-36. 

14,911 

74,491 

8,257 

1936-37. 

17,620 

102,319 

11,887 

1937-38 . 

31,689 

89,69o 

16.07* 

1038-39 

17,248 

28,693 

5,049 

1939-40 

30,794 

54,320 

5,049 

1940-41 

33,889 

53.450 

5,821 

1811-42 

13,719 

27,729 

St, 836 

1942-48 .. ., .. 

201 

1,124 

106 

18*4-44 

216 

131 

16 

1944-45 

930 

430 

SO 

1045-46 

1,790 

2,941 

417 


It -will he noted from the above that since the cessation of hosti¬ 
lities imports of these categories into India have shown an upward 
tendency. These imports have come mainly from the CJ.S.A, 
and the United Kingdom. Before the war Japan was the chief 
importer of artificial silk of all kinds into India, and the United 
States came second, the United Kingdom’s share being not very 
appreciable. It has not been possible for us to obtain Comparative 
samples of such piecegoods, imported and indigenous. In any 
case, since the imports form only a very negligible portion of the 
Indian mill production of all cloth, we are of opinion that our 
recommendations in respect of the protective duties on cloth should 
applf to artificial silk and cotton and artificial silk mixture fa brics. . 
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28. The industry was asked whether it had any particular view fmpmal 
to express on the question of retention of differential duties 0 n pre ' erence ' 
cotton yarn and cloth, whether protective or revenue. The indus¬ 
try replied that, as it asked for maintenance of status quo, it did not 
suggest any modification in the existing scales of differential duties 

which gave preference to imports of cotton textile goods of British 
manufacture. The view expressed by Mr. Heseain Imam as a 
representative of consumers was that differential duties should be 
done away with and that there should be the Bame duty on all 
imports, whether of British or non-British manufacture, and that 
the policy of Government should be to r d >pt the lower of the exist¬ 
ing scales. Aa we have recrmmcr.ded the withdrawal of protection 
and impolitic a of revenue duties in place of protective duties, the 
question of imperial preference will have to be considered. We 
have gone through the terms of the Indo-British Trade Agreement, 

1939, and find that it contains no provision by which Lidia is 
obliged to grant Britain preferential treatment in the matter of 
imports of cotton textiles a nd cotton yarn. The 1939 Agreement 
specifically provides for the granting of prefertnee in the matter 
of fonts of all d scriptions. Prom this it would seem that no pre¬ 
ference in favour of Britain is contemplated in so far as cotton 
piecegoods and cotton yarn are concerned. We are not ourselves 
familiar with any other treaty obligations of the Government of 
India. On the other hand, the history of the protective duties on 
Indian cotton yam and piecegoods would indicate that what the 
United Kingdom obtained under the successive Cotton Textile 
Industry (Protection) Acts was not ben fit of preferential duties 
as such, but that of differential or discriminating duties, the higher- 
duties being imposed op foreign cotton manufactures mainly due. 
to the comparatively low prices of imports from Japan. Since 
Japan is now out of the picture, there would seem to be no justi¬ 
fication for the levy of the higher scale of duties on imports from 
countries other than the United Kingdom. We, therefore, 
recommend that there should be only one scale of duty and that 
should be the lower of the two existing scales. 

29. In Appendix XIV we have shown the comparative position Promoted 
of the existing rates of protective duties on cotton textiles and the Tari & 9l ' a%m 
duties as they will be if our recommendations are accepted. These ***' 
proposed duties are based on the assumption that the lower of the 

two scales would be adopted as-re venue-duties, 

30. Our conclusions and recommendations are summed up Summon/ of 

&fl Under :— conclusion* 

and rtcom- 

(1) With the profits made during the war years and substan- mentation*. 
ti.a} stuns-set aside either in large reserves or as compulsory deposits 
with Government, there is no gainsaying the, fact that financially 
the industry has emerged in a very strong position after thfcsffitr 
(Paragraph 15). 
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(2) While the world’s manufacturing capacity in, cotton tex¬ 
tiles has been seriously impaired as a result of the war, the require¬ 
ments of ccfctcn goods have enormously increased. The world 
position of the cotton textile industry is such that there is little 
prospect in the near future of any textile producing country sending 
cloth to this country in such quantities as to compel the indigenous 
industry to curtail its production or to produce at unremunerativo 
prices. (Paragraph 16). 

(3) The total quantity of yarn and cloth expected to be pro¬ 
duced by millB in India in 1946-47 will be approximately 1,350 mil¬ 
lion lbs. rnd 4,000 million yards, respectively, unless of course, the 
mills endeavour to work additional shifts or obtain larger produc¬ 
tion by moans of rehabilitation of machinery, improvement in ma¬ 
terial and methods of production and standardisation of qualities. 
(Paragraph 15 ). 

(4) The total imports of cotten yarn and cotton piecegoods 
during the whole of the year 1940-47 are not expected to exceed 
1,50,000 lbs. and 15 million yards, respectively. (Paragraph 17). 

(5) The. projected expansion of the Indian industry is not 
likely to materialise for a number of years, till wh< n the country 
can stand the import of 2,000 millicn yards of cloth per year, which 
represents the present gap between estimated consumption and 
production of mill and handloom cloth. (Paragraph 18). 

(6) There is no possibility of importing more the n a fraction of 
the deficit, indicating thereby complete absence of competition bet¬ 
ween the Indian industry and the textile industry of other coun¬ 
tries. (Paragraph 18). 

(7) There is little prospect of the United Kingdom products 
being put on the Indian market in appreciable quantities in compe¬ 
tition with the indigenous industry, unless unfair means are employ¬ 
ed against which the country can always protect itself if these 
practices are brought to notice and proved by the industry. 
(Paragraph 19). 

(8) The presence or absence of control has little bearing on the 
necessity or otherwise of protection so long as the present conditions 
continue. Control in practice assures offtake at a price which means 
a reasonable margin of profit to the producer ; and that being so, 
the industry enjoys virtual protection. (Paragraph 20). 

(9) De-protection will not in any way retard the industry's 
plans for rehabilitation and re-equipment. As a matter of fact, 
deprotecticn will give an impetus to the industry to persist with, 
ite replacement programme in order to keep pace with the industrial 
advances planned by other countries. (Paragraph 22), 

( 10 ) The demand for continuance of protection is not warrant¬ 
ed by economic considerations. (Paragraph 23). 

(11) The argument of the industry that protection should be 
continued for psychological or sentimental reasons or taking into 
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consideration the difficulty of reimposing protection when it becomes 
necessary cannot be supported- There is no inherent difficulty 
in proving the case for protection in tho future, and there is no 
reason why a major industry like the cotton textile manufactur¬ 
ing industry should not get what smaller industries can get after 
making out a reasoned case for State assistance and protection. 
(Paragraph 23). 

(12) The existence of abnormal conditions is by itself not a 
factor justifying protection. If that were bo, there would be no 
need to order a tariff inquiry into any industry; and merely on the 
proof of the existence of abnormal conditions in the country every 
industry would have to be protected. (Paragraph 23). 

(13) The fact that the industry was prepared to aocept conti¬ 
nuance of protection but abeyance of protective duties shows that 
protection is not necessary and is valued more as a sentiment than 
as an economic necessity. (Paragraph 23). 

(14) The industry has failed to substantiate its demand for 
extension of protection when the existing protective duties expire 
on March 31, 1947. (Paragraph 23). 

(15) The protective duties may be allowed to expire', to be re¬ 
placed, however, by such revenue duties on cotton textiles as may 
be imposed on budgetary considerations. (Paragraph 23). 

(16) Any declaration of expiry of protection should be accom¬ 
panied by a definite and categorical announcement that deprotec- 
t.ion does not signify any weakening in the interest of Government 
in the well-being and integrity of tho cotton textile manufacturing 
industry which is the premier industry of the country. A tariff 
inquiry Bhould definitely be guaranteed to the industry as soon as 
imports of cotton piecegoods exceed, for three months’ running, a 
monthly average of 25 million yards, unlflBB the industry itself asks 
for a tariff inquiry earlier, in order to determine whether the volume 
and prices of imports affect the position and integrity of the Indian 
industry so aB to call for reimpbsition of protection at levels which 
may be disclosed as necessary during that inquiry. (Paragraph 

(17) The handloom industry has not been having a fair deal 
because of its subservient position in relation to the textile mills, 
particularly by reason of the fact that it is dependent for its supply 
of raw material on the production of Indian mills. (Paragraph 
25). 

(18) The import duty on yarn is doing no good to the Indian 
mill industry, while its existence imposes some hardship on the hand-, 
loom industry. (Paragraph 25). 

(19) Thero should be no duty on yarn, protective or revenue. 
(Paragraph 25), 
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(20) It will be open to the industry to ask for rcimposition of 
the duty on yarn when the volume and prices of imported yarn be¬ 
come a menace to the spinning section of the cotton mill industry. 
(Paragraph 25). 

(21) The recommendations in regard to duties on cotton tex¬ 
tiles should apply to the imports of artificial silk and cotton and 
artificial silk mixture fabrics. (Paragraph 27). 

(22) There should be only one scale of duties and that should 
be the lower of the two existing scales. (Paragraph 28). 

31. The Board wishes to express its thank * to Rao Sahib 
Srinivasan who joined it as Technical Adviser at short notice, who 
compiled data necessary for a correct appraisement of the issues 
involved in the case and who gave very valuable assistance and advice 
throughout the inquiry. The Board is grateful to Mr. Krishnaraj 
M. D. Thackereoy, Chairman of the Textile Control Board, for hav¬ 
ing spared the services of Rao Sahib Srinivasan at great personal 
inconvenience to himself. The Board’s thanks arc due to Sir Fred¬ 
rick Stones for the valuable technical advice given by him in tho 
course of the inquiry. The Board has also to thank Rai Sahib 
Aggarwal and Dr. Rama Vamra, Deputy Secretary and Assistant- 
Secretary respectively, for supervising the inquiry in all its stages. 
The Board is grateful to the different millowners’ associations, 
individuals and other representatives who accepted its invitation 
to attend the conference and who frankly and freely gave their 
assistance and advice in a complicated task to enable it to be put 
through in record time. 

C. C. DESAI, 

M ember-Secretary. 

NAZIR AHMAD, 
Member. 

H. E. DEY, 

Member.' 


Bombay: 

31st Jammy, 1947. 



AFPEN'DIX 1. 


(FiliePABAQBAPQ 1). 


No. 134-^ (36)/4d. 
aovaE»MKKT op na>u. 

DEPARTMENT OF COMMERCE. 

New Delhi, the 19lh December 1946. 

Fbqm 

B. N. BANERJI, Esq., 

Deputy Secretary to the Government of India. 

To 

Tflit MEMBER-3EORETARY, 

Indian Tariff Board, 

Oaltex House, Ballard Estate, 

Bombay. 

St*. 

X am directed to address you on the question of continuance of protection to certain 
old established industries and particularly the sugar, paper and wood pulp, cotton textile 
manufacturing, and iron and steel manufacturing industries which had been granted tariff 
protection on the basis of recommendations made by previous Tariff Boards. As you are 
no doubt aware, the period for wltfch protections had been granted to these industries was 
duo to expire during the early years of the war, but had to be extended from time to time, 
and the last extension agreed to by the Legislature is due to expire on the 31 st March 1947. 
Government have, therefore, to docide urgently as to their future course of action in rcat- 
poct of continuation of protection to these industries beyond the 31st March 1947 so that 
the necessary legislation could be undertaken during the forthcoming Budget Session of the 
Indian Legislature. 

2. The most suitable method of coming to a decision on this question would undoubt¬ 
edly be to request the Tariff Board to investigate the claims of these industries to continu¬ 
ed enjoyment of protection at the existing, or at a reduced or enhanced scale. The Govern¬ 
ment of India are advised, howevor, that many of the economic uncertainties which made it 
impossible to oouduct such an enquiry during the war are still continuing, and they are 
therefore considering whether any alternative method could be found for evaluating m a 
summary manner, and pending a full-dress tariff Investigation which has to be postponed 
to a later date, the necessity or otherwise of continuing the existing measures of protection 
afforded to these industries beyond the 31st March 1947. While the Government of India 
oonsider that there is a good deal of force In tho argument that conditions have not yet 
sufficiently returned to normal for a reasonably accurate appraisement of domestic cost 
and foreign prices, they feel at the same time that many of tho already protected industries 
have reached a stage where the continuance of protection at the existing level merely re¬ 
sults in the grant of an excessive margin of profit to the manuf aofcurmg interests a t the direct 
expense of the consumer. 

3. I am therefore to request you to be so good as to place this matter before the Tariff 
Board and let Government have their advice as to what would be the best method of pro¬ 
ceeding further in this matter. In making their recommendations, the Board will no doubt 
bear in mind the interests both of the manufacturers and the consumers and will therefore 
consider the advisability of having a summary discussion with the representative* of tbo 
MICWOD 



industries mentioned earlier iu the letter and other interested parties* A* a decision has 
to be tiken well before the commencement of the Budget Session in order to onablc Govern¬ 
ment to introduce the neceas&ry legislative measures in time, it will be greatly appreciated 
if the Board could forward their considered opinion as regards th,o degree of protection to 
be continued to these four industries, by the end of January, although this may involve 
some delay in completing the Board's programme relative to the wartime industries. 

I have the honour to be. 


Your most obedient servant, 

JftV Decanter J946. (Sd.) B. N. BANERJI, 

Deputy Stcrrtury tn the Government of Indio. 
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APPENDIX II. 
(Vide paragraph 7). 


No. 28-T (0)/40. 

GOVERNMENT OP INDIA. 

DEPARTMENT OP COMMERCE. 

New Delhi, the 20th January 1947. 

RESOLUTION. 

Tariff,. 

No. 28-T(6){46 .—In their Resolution in the Department of Commerce No. 218-T(5fi)/ 
46, elated the 3rd November 1946, the Govomraent of India annoumied the setting up of a 
Tariff Board to investigate claims for assistance or protection received from industries which 
have been started or developed in war time. 

2. Government have also under consideration the question of continuance of protec¬ 
tion to certain industries which were established before the war and wore granted tariff pro¬ 
tection on the basis of recommendations made by previous Tariff Boards. They have 
decided to request the Tariff Board, not up under the Resolution referred to in the prece¬ 
ding paragraph, to investigate and advise thorn with regard to the claims of such indust¬ 
ries. 

3. Government recognise that, in the present abnormal conditions, it would not be 
possible to formulate a long term tariff policy in respect of the well established industries, 
The Tariff Board is accordingly requested to hold summary inquiries and advise Govern¬ 
ment whether, in present circumstance*, protection at the existing or at a different scale 
shoe Id bo granted for a further year after the SI st March 1047 to the following industries 

(1) Sugar ; 

(2) Paper and wood pulp ; 

(3) Cotton Textiles ; 

(4) Iron and Steel. 

(Sd.) N. R. PILLAT, 
Secretary to the Qoyermnent of India. 
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APPENDIX m. 

(Vide FAHAG&APH 2). 

Lis* of the names of the MUlownef s' Associations and Other Bodies invited to attend the Cotton 
Textiles Conference. 

1. PRODUCERS- 

1. Ahmedabad Millowncrs’ Association, Lai Darwaja, P. 0. Box 7, Ahmedabad. 

2. Bengal Millowners’ Association, 2, Church Lane, Calcutta. 

2. C- P. & Berar Millownera’ Association, Nagpur. 

4. Federation of Baroda State Mills & Industries, Baroda. 

5. Indore Millowners' Association, Indore, (C. I.). 

6. Kathiawar Millownora’ Association, Wadhwan Camp. 

7. Millowncrs’ Association, Patel House, Churchgat* Street, Bombay. 

8. Southern India Midownera’ Association, Vyayal Street, Coimbatore. 

9. Upper India Chamber of Commerce, Cawnpore. 

IT. IMPORTERS. 

1 . Bombay Chamber of Commerce, Mackinnon Mackenzie Building, Ballard Estate, 
Bombay. 

III. INDIVIDUALS. 

1. Mr. Krishnaraj M. D. Thackersey, Sir Vithaldas Chambers, 16, Apollo Street, Fort, 
Bombay. 

2. Sir Sliri Bam, 22 Curaon Road, New Dolhi. 

3. Sir Fredriok Stones. Bombay Club, Marine Drive, Bombay. 

4. Sir Ness Wadia, Bella Vista, Podar Road, Bombay. 

5. Mr. Kasturbhai Lalbhai, The Aravlnd Mills, Ltd., P. O. Box No. 56, Ahmedabad. 

6. Mr. B. W. Batchelor, M/s Binny & Co., (Madras); Ltd-, Armenian St., Box No. 66, 
Madras. 

7. The Hon’ble Mr. Hossain Imam, Hasnain Manail, Gaya. 

8. Sir Purahotamdas Thaknrdas, Navaaari Chambers, Outram Rood, Bomhay, 

9. Mr. Ambalal Sarabhai, Tho Calico Mills Ltd., Ahmedabad. 

10. Sir Fazal I. Rahirotoola, Taj Mahal Hotel, Bombay. 

11. Mr. S- Vankateswaran, C.I.B., I.C.S., Provincial Textile Controller, Madras. 

12. Mr. Khandubhai Desai, Tho Textile Labour Association, Aliniedabad. 

13. Mr. Dhurmn Vira O-B E., I.C.S., Textile Commissioner, Bombay. 

14. Dewan Bahadur C. S. Ratnasa.hapat.hi Muilaliar, Coimbatore. 

16. Mr. Bhogilal Lala, Congress House, Kluidia, Ahmedabad. 

16. Mr. J, K. Thakoro, provincial Textile Controller, 0-A, Cooperage, Bombay. 

17. Mr. Gordhandas Goeuldas Morarji, Rajab Mahal, Churoligate Reclamation, 
Bombay. 
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APPENDIX IV. 

(Vide PARAGRAPH 2). 

List of the names of Associations/Individuals who attended the Cotton Textile Conference. 
I. PRODUCERS. 

T-lWA.l 

Millownera’ Association, 


Mr. Kasturbhai Lalbhai 
Mr. S. S. Mangaldas 
Dr. M- H. Patel .. 

Mr. D. N. Boae .. 

Mr. Bhattaeharjee 
Mr. K. F. Madan 


Mr. B. B. Josh! 


Sheth Jay anti fa! Amratlal 


l The Ahmedabad 
f Ahmedabad. 

rThe Bengal Millowners* Association, Calcutta, 

C. P. & Berar Millownera' Association, Nag¬ 
pur. 

Federation of Baroda State Mills A Indust* 

ries, Baroda. 

Kathiawar Millownera’ Association, W&dh- 
wan Camp. 

Mr. B.C. Mehta .. 

Sir Homi Mody 

Mr. Krishnara] M. D. TUackersey 
Mr. N. S. V. Aiyar .. 

Dewan Bahadur C.S. Ratnaflabapathi*) 

Mudliar. S Southern India 

Mr. B. W.Batchelor . . .J Coimbatore. 

Mr. E. Roystoa .. ., .. *1 Upper India Chamber of Commerce, Cawn 

..J F° ro - 

Delhi Cloth Mills, Delhi. 


1 Millownera* Association, Bombay. 


Mill owners Association, 


Mr. Sohanlal 8ingliania 
Sir Shri Ram 
Mr. Ambalat Sarubhai 
Mr. Kker 


j*The Calico Mills Ltd., Ahmodabad. 


!■} 


Chamber of Commerce, Bombay. 


II. CONSUMERS. 

The Hon’ble Mr. Hoswvin Imam, Gaya. 

III. IMPORTERS. 

Mr. A. L. Hutson 
Mr. T. J. Hudson 
Mr. L. A. Halsall 

IV. MERCHANTS. 

Mr. Gordhandas Goculdas Morarjco, Bombay. 

Mr. T. Murli, of Messrs. Kiahenchand Chellavam, Bombay. 

V. RAW MATERIALS (COTTON) SUPPLIER. 

Sir Purshotamdaa Th&kurd&s, Bombay. 

VI. LABOUR. 

Mr. Somnath P. Dave, Textile Labour Association, Ahmedabad. 


VH. OFFICIALS AND OTHERS. 

Mr. Dharma Vira, O.B.E., I.C.S., TextileCommiasioncr. Government of India, Depth 
of Industries and Supplies, Bombay. 

Mr. S. Venkafceswaran, C.I.K., I.C.S., Provincial Textile Coni roller, Madras. 

Mr. J. K- Thakore, Provincial Textile Controller, Bombay, 

Sir Frederick Stonea, Honorary Technical Adviser, Government of India Department 
of Industries and Supplies. 
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APPENDIX V. 

{Vide PARAOHAPH 8). 

GOVERNMENT OP INDIA. 

DEPARTMENT OP INDUSTRIES AND SUPPLIES. 


OFFICE OF THE TEXTILE 

COMMISSIONER, WITTET ROAD, BALLARD ESTATE, 

No. HB/16-47. 

Bombay, the 18th January, 1947. 
To 

The SECRETARY, 


Subject -—Adaption of a tariff policy for the handloom industry. 

In view of tho fact that the Tariff Board is to shortly consider the question of protec¬ 
tion to the Cotton Textile Industry. I have the honour to give below extracts from the 
minutes of the Fourth Meeting of the All India Handloom Board held on the 16th Decem¬ 
ber, 1946 relating to the adoption of a tariff policy which would be beneficial to the hand- 
loom industry i— 

“ 32. Item 15. —To consider the following resolution tabled by Mr. M. S. A. Majid for 
the second mooting of the board and deferred for consideration at this meeting :— 

' Whereas the tagging of the handloom industry to the mills in the matter of for- 
mulating protective tariffs in the past has done considerable damage to the hand loom 
industry and whereas the benefit that was sought to be afforded to the handloom wea¬ 
ver through the protective import duties on yarn and removal of excise duties has, in 
actual proctioe, accrued to thu mill industry only, it Ib resolved to request the Tariff 
Board whioh is now considering tariff problems to adopt a tariff policy for the handloom 
industry independent of, and separate from the mill, inasmuch as the interest of the 
handloom industry is fundamentally different from those of the mill (aide para, 25 
of the minutes of the tliirti meeting of the Board).’ 

33. The Board discussed the Marketing and Research Committee’s recommendation 
that the Central Government shoiffd appoint a competent and impartial tribunal to un¬ 
dertake a comprehensive examination of the incidence of tariff on cotton yarn and to sug¬ 
gest suitable measures to enable the handloom industry to compete with mills onfair terras. 
The Chairman remarked that it would be advisablo to prepare in the first instance a case 
for the appointment of an impartial tribunal before approaching the Central Government 
and suggested that the matter be referred back to the Committee to prepare such a case. 
After some discussions, however, the Board adopted by a majority Mr. Venkateewaran a 
proposal that tho Committoo’s recommendation should be forwarded to the Government 
of India for consideration and that if thoy feel that a case should be prepared as suggested 
by the Chairman, an emergonuy meeting of the Committee may be called for 

It is requested that the Tariff Board may kindly take into consideration the views of 
tho All-India Handloom Board referred to above. 


2. It will be aeon from the report# of the Tariff Board of 1932 and the Speoial Tariff 
Board of 1938 that they had considered not only the effect of the incidence of tariff on 
eotton yam on the handloom industry but, also the effect of the mill competition on the 
industry and proposals for removing the handicaps that were hampering the industry’s 
progress, but could not make any specific recommendations thereon. There appears to 
be at present a strong case not only for the re-examination of the effect of protective yam 
tariff on the handloom industry but also of a detailed and dose study of the various handi¬ 
caps under which the handloom industry has to work and which make it impossible for it 
to compete with the mill industry on fair and equal terms. This, it is suggested, may also 
b* eowidered cow by the Tariff Beard while going into the question of protection to the 



Cotton Textile Industry. The Tariff Board may also consider the feasibility or otherwise 
of giving relief to the handloom industry by adopting any of the following methods - 

1. imposition of eeas or duty on mill products ; 

2. imposition of terminal taxes on mill products ; 

3. restriction of miff output by prohibiting.mills from producing certain classes of 
cloth ; 

4. reduction of duty on yarn. 

3. In this connection, tho Tariff Board may take into account tho views of the Fact. 
Finding Committee (Handloom and Mills) appointed by the Government of India in 1941 
to investigate certain facts relating to the handloom and mill industries, contained in their 
report published by the Manager of Publications, Delhi in 1942. In para. 12 of the report 
they Have examined the effect of the tariff policy in the past on the handloom industry, and 
tho circumstances which led np to the Government of India sanctioning the grant-in-aid 
to the industry have been detailed in Chapter I. The extent of competition between the 
handloom and tho mill industry is dealt with in Chapter VIII and the delimitation of fields 
and other proposals for relieving mill competition are examined in Chapter XI of their 
report. 

4. The receipt of tins letter may kindly be acknowledged. 

I have the honour, etc. 

(3d.) DHARMA VIRA, 
Chairman, All-India Handloom Board. 
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APPENDIX VI. 


[VMt paraobafh 15). 

Statement nhowing ti>t dttilvpfntnl v/ the Cotftm Spinning and Weaving MM* in India rinct 
1935. 



1113-5 

1939 

Percent¬ 

age 

Increase 
(+) or 
Decrease 
(—)'over 
1935. 

1946 

Percent- 

age 

Increase 
( + } ™ 
Deere a*© 

(—)over 
1939. 

1. Number of Mills working 
& idle 

361 

389 

+0-9 

417 

+7-2 

2. Number of Spindles 

installed 

9,073,776 

10.069,370 

+40 

10,238,131 

+ 18 

3. No, of looms 

installed 

198. *67 

£02,464 

+1-8 

202,388 


4. No. of Mills actually 
working 

338 

3H7 

vtt-2 

413 

+12-3 

6. Average No. of spindles n t 
work daily 

8,429.404 

3,986.371 

+0-6 

9,460,098 

-6-3 

ft. Average No. of looms at 
work daily 

174,114 

183,332 

+5 - s 

190.601 

+3-8 

7. Average No. of banda em¬ 
ployed on day si > lit 

414.181 

411.949 


509,778 

+ 131 

8. Approx, quantity of cotton 
consumed (in bale* of 
392 lbe) 

3,111.300 

3,81',734 

+22 7 

4,90tt.314 

-t-28-8 

9. Total amount of paid up 
capitAl employed. (in 
ororea of Rs.) .. 

(a) 39-47 

i 

(6) 42-81 

-18-5 

(c) 64-36 

+27-0 

10. No. of mills in course of 
erection 

1 42 

67 

i ■' 

14 



(o) Does not include figures for 49 mills. 

(b) Does not iuclado figures for 40 mills. 

(c) D i0» not include figures for 47 mills. 




APPMHX ra 
(FidemiCBiHlS). 


37 




APPENDIX V-BT, 

| Yido PA&AQBATB 16). 

skating Indian Jfille production of Woitt, Cotton Goods w the. period JSS4-35 to 1245-46, 
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APPENDIX IX. 

(PifcFAEAO*AEH 17). " 

thakmq total Import* of Cotton Yam into India in the period 1934-35 to 1945-46. 


3* 



1,438 









(Vide PA&AOBAPH 17). 

Stutem ni showing Impyrla of Colton Textile* from Ike (/tiled Sinjiom, United Statu of America, Japan and ail countries into India, in i 

1934-36 to 1945-46. 
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APPENDIX XI. 

(Pltfe FABAflHAPH 18). 

No. 205-TA/45. 

DEPARTMENT OP INDUSTRIES AND SUPPLIES. 


RESOLUTION. 

New Delhi, the 4th Slay 1940. 
Expansion of the Cotton Textile Induttry. 


No. 205-TA/45.—In February 1945 the Government of Indio appointed a Commit tee to 
prepare a plan for the development of the Indian Cotton Textile Industry. Their Report 
submitted in November 1945, is now published for general information. * 

2. The Government of India wish in the first piaco to congratulate the Committee on a 
notably clear and able report which will contribute greatly to the understanding of the 
problems of this great industry, and to express their gratitude for the public spirit** well 
as the competence shown by the Committee. 

The Government of India are in substantial agreement with the Committee and the 
differences of view on certain aspects discussed below do not affect the fundamental sohome 
for expansion which the Committee have proposed. 

3. The Government of India agree with the Committee that for the next few years it 
will not be possible to procure enough machinery to support an expansion of more than 
1,700 million yards per annum of cloth. Like the Committee, the Government of India 
would have preferred a greater expansion, but on a consideration of the probable availabi¬ 
lity of textile machinery iu the near future there is uo alternative but to plan for the present 
on the basis of the target recommended by the Committee. The plan will in the present 
ciroumstducoa be an interim plan and it is the intention of the Government of India to review 
it when world economic conditions or other circumstances make a review desirable. 

4. The Committee recommend in essence that expansion should be distributed all over 
India. With this recommendation the Government of India are in entire agreement and 
they have accepted with,somo minor modifications the detailed suggestions ol the Commitue 
for the allocation of new spiudtago iu the various apnea. The Aunexwe to this Jtesoiutkn 
shows the fiual detailed allocation decided upon, in addition to the allocation si own in iLis 
annexure, it is proposed to shot some 13y,UU> spindles loi the purpose of expansion ol small 
mills in various States in the South Deficit Zone and in the Itajputana Debut Zone. 

_6* The Committee have tajeut the view that tho amount of " free ” yarn at present 

available from India’s mill prodncuon Is adulate for tho needs of handloom weavers and 
other consumers of yarn. The Government of India, however, think it necessary to ensure 
increased supplies of yarnfor handloom weavers and other consumers, and have to this end 
directed that at least 25% of the uew spindles installed shall be left uncovered by Jton.8 
Each -British Indian Provinoe and Indian State would of course be the best assessor of its" 
own exact noods, and the Government of India propose theieforo that the provinces and 
States may, it so advised, reserve a larger spindiage ror auen purposes. * 


5. The Committee have recommended a reduction in the duty of foreign cotton and a 
full rebate of import duty paid on cotton for the benefit of India's export traae. The Govern¬ 
ment of India do not consider that these measures are justified in tno present non-comtieU* 
tive conditions of world trade; but they win review the matter ou the hues iecomu.Cndtd bv 
the Committee when competitive conditions return, in order that the Indian expou trade 
may be enabled to compete m world markets on equal terms with other countries 


7. - The Committee recommend in paragraph 9 of their Report that the import- of 
second-hand productive machinery should be prohibited. Since it will be some years before 
India can produce enough cloth for her own requirements, the Government of India have 
not been at?ie to aocept this recommendation; they will allow import licences for set end-Land 
productive machinery for the present if they are fully sat-sflea that the mathittiy in quis* 
*iOU will ho serviceable for a reasonable period and suitable for economic production. 

8. The Committee have recommended that import of certain machinery should ha 
pwwrtted freely from any country In the world. Having regard to existing currency 



di AhaUiei, the Government of India consider that Import of plant from oountries in respect 
of which thay exist should bs permitted only whan there is reason to believe that the plant 
Will bjdilivjraiappreaiablyoiraer or will ba considerably cheaper or better than if obtain¬ 
ed from tbeaterling area. 

9* Tha Committee hive reoommended that whore the replacement of existing by new 
plant la allowed, tha replaoei plant should be scrapped. While the Government of India 
appreciate tha force of tha Committee's recommendation on this point, they cannot see 
thair way, in the present conditions of cloth shortage, to accepting it in toto. Bat they will 
urge on Provincial and State Governments the desirability of preventing the use by mills 
of inefficient and uneconomic plants. 

10. In paragraph 23 (c) of their Report the Committee recoramendod that application* 
for import licences receivod after the 30th September, 1946, should be excluded. The 
Qovomment of India have not accepted this recommendation because they fee! that the 
relevant press advertisements did not come in good time to the attention of all industrialists 
concerned. 

11. The Committee have modified the recommendation made in paragraph 24 of their 
Report, and now recommend that the Government of India should indicate to mauu* 
faeturers that priority should bo given to orders for expansion and new mills over orders 
for replacement of existing machinery. The Government of India accept this recom¬ 
mendation. 

12. The Committee liave pointed out in their Report that the present prices of textile 
machinery manufactured by firms in the United Kingdom arc liigh. The Government of 
India agroo that this ie ao, and will endeavour to obtain a rrduct ion in those prices. 

13. Subject to what is contained in this Resolution, the Government of India accept 
the reoommendfttons made in the Committee’s Report. 

Order—Ordered that a copy of theabove Resolution be communicated to all Provincial 
Governments and Administrations, all Departments of the Government of India, the 
Political Department, the Directoi Goneral of Commercial Intelligence and Statistics, th© 
Central Board of Revenue, the Indian Trade Commissioner, the High Commissioner for 
India, London, His Majesty’s Trade Commissioner in India and all Chambers of Commerce. 

Ordered also that it be published in the Gaxett© of India. 


ANNEXUKE. 


Zone. 

. 

Provinces and States. 

Pine 

Spindles. 

Coarse 

Spindles. 

Bombay 

Bombay Presidency 



114,000 


Surplus 

area. 

Ha rods 

Nawanagnr 

Juaagadh 



38,000 

25,000 

S5,000 


Bh&vnagar 

Cambay 



19.000 

25,000 

Bind Zone 

8 ind Province .. 




75,000 


Khairpur 




25,000 

Punjab Zona .. 

Punjab Province 

Delhi Province 



114,000 

823,000 


N.W.F.P. 

Bahawelp ur 




60,000 

. 

Nabha 




25,000 
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Zone. 

- Provinces end States. 

Pine 

Spindles. 

Coarse 

Spindles. 


Kapurthala 


25,000 

United Provinces, Zone 

United Province# 

114,000 

150,000 


Benares State 


26,000 

Biha r Zone 

Bihar Province .. 

38,000 

175,000 

Bengal Zone .. 

'Bengal Presidency 

Assam Province 

126,000 

100,000 

200,000 
{Coarse and 
fine mixed) 


Seraikala 


25,000 

Orissa Zone 

Orissa Province 

19,000 

100,000 


Mayurbhnnj 

' •• 

25,000 

Central Province* Zone ,. 

Central Provinces 

76,000 

76,000 


Rewa 


26,000 

South Zone 

Madras Presidency 

152,000 

200,000 


Hyderabad 

19,000 

50,000 


Mysore 

19,000 

25,000 


Tr&vanoore 


50,000 

■ 

Cochin 

Pudokottah 


26,006 

25,006 

Rajpuknft Zone 

Gwalior 

19,000 



Bharatpnr ,, 


28,000 


Bikaner • "i. .! 

Dhdpnr 

Alwar 


25,000 

26,000 

26.000 


Palanpur 

19,000 


Total 

C . 886,000 ■ EuM-Bpindloa. 

^ 1,878,000 Coarse spindles. 

(. 100,000 ' for Assam, ooarsn mid 

fine together. 




2 ,868,000 

! 



M. W. M. YBATTS, Secy, 
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APPENDIX XIII 
(Vide PAKAOBAPH 24.) 

Statement showing tun Customs Doties (Protective onby) Coleicted on Imposts 
of Cotton Piece goods and Yarn in 1946-46 and Expected to be Collected on 
Imports of scoh goods dorino 1940-47. 

Total quantity' Total duty 
imported 1 collected 
(im mil lions). (in lakhs of Ra,). 


. I. Cotton yarn and Thread 1 666 Iba. 5*88 

2. Cotton fabrics of British and non-British manufacture 3-18 yds. 10*93 

3. Artificial Silk fabrics and fabrics of artificial silk 

mixed with other .materials 3 37 „■ 62*60 

In 1946-47, the total imports into British India under the above categories are expooted 
to be as undor :— 

1. Cotton Yam and Thread .. .. 1-8 million lbs. 

2. Cotton fabrios of British and non-British manufacture 15*0 million yds. 

3. Artificial Silk fabrics and fabrics of artificial silk mixed 16-0 million yds. 

with other materials 

On the basis of the above figures of imports and the duties collected in 1946-46, the 
total amount of duties likely to be collected under the above items in 1946-47 is estimated as 
under:— 

1. Cotton Yarn and Thread .. .. .. Rfl. 6-0 lakhs. 

2. Cotton fabrics of British and non-British manufacture .. Re. 62-0 lakhs. 

3. Artificial Silk fabrics and fabrics of Attiflbfal silk mixed 

with other materials .. ., 1U. 235*0 lakhs 



(Fkfe PARACmAPB 29). 
Import Tariff. 
Cotton Mantjfactubjcb 


a 



annaapereq. yd., whichever 
is higher, plus one-fifth of the 
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(ii) not of British mmufactare .. . Protective i 60 per cent fed valorem , ...Revenue | 18 % ad valorem. 
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APPENDIX XIV—coaid. 
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(0 «* British manufacture .. M Protective 18 per cent, ad v»L 

W not of British manufacture .. Protective 42 per cent, ad val. 
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